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MCI Telecommunications Corporation (MCI) hereby submits its Comments in

support of the above-referenced letter filed by the Association for Local Telecommunications

(ALTS). MCI fully supports ALTS' request that the Commission expeditiously clarify that

competitive local exchange carriers (LECs) are entitled to receive reciprocal compensation

pursuant to section 251(b)(5) ofthe Communications Act of 1934 (Act) for the transport and

tennination ofIntcmet traffic.

I. INTRODUCTION

Recent attempts by incumbent LECs to avoid their reciprocal compensation

obligations under section 251(b)(5) for the transport and termination oflocallntcmet service

provider (ISP) traffic by competitive LECs are anticompetitive and discriminatory. The

Commission has clearly intended that enhanced and infonnation service providers

(ESPslISPs) be treated like any other similarly-situated end users. Incumbent LECs continue

to offer ISPs local business rates but are trying to deny competitive LECs the same option in

order to compete. Competitive LECs should similarly be able to offer ISPs local rates for

traffic exchanged through interconnection arrangements with incumbent LECs. The
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incumbent LECs are denouncing the Commission's local competition rules designed to

encourage competitive LECs to offer competitive telecommunications services. Incumbent

LECs should not be permitted to unilaterally declare that ISP traffic is interstate and refuse to

compensate competitive LECs for transport and termination ofsuch traffic.

At a minimum, the Commission must expressly prohibit incumbent LECs from

discriminatory treatment of ISP traffic exchanged with competitive LECs in comparison with

adjacent LECs. Generally, incumbent LECs treat ISP traffic exchanged with other

incumbents as local traffic. When it comes to compensating the competitive LECs for

transport and termination, however, the incumbent LECs seek to attack the mutual

compensation mechanism established by the Commission, states, and negotiated by the

incumbent LECs themselves in interconnection agreements. The Commission must ensure

that the incumbent LECs treat their competitors in the same manner as they are currently

treating themselves. Absent parity for purposes ofreciprocal compensation, ISPs would be

discouraged from taking service from competitive LECs through artificially higher rates.

II. THE COMMISSION SHOULD CLARIFY THAT COMPETITIVE LECS ARE
ENTITLED TO RECIPROCAL COMPENSATION FOR THE TRANSPORT
AND TERMINATION OF ISP TRAFFIC

The Commission has traditionally exercised its authority over information and

enhanced services and has sought to maintain low rates in order to encourage the growth and

use of such services by consumers. I The Commission has afforded ISPs an exemption from

paying interstate access charges in part to prevent them from paying access rates that are well

above cost. Consequently, ISPs may purchase service from incumbent LECs under local

exchange service tariffs as end users. The Commission has affirmed its intent that ISPs be

I~ u,., MIS awl WID MMkct structure, 97 FCC 2d 682, 715 (1983); Npsmdppt! WPm 69 oftbe
Cnmmiujgn's Rules Bc;latinl to f.plvms;cdService Proyidm, 3 FCC Red 2631, 2633 (1988) <ESP Exsmmtjgn).
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treated as end users on numerous occasions. 2 ISPs are to be assessed local business

exchange rates rather than interstate or intrastate access rates.

Despite the incumbent LECs' attempts to misconstrue the Commission's orders3 to

their economic and competitive advantage,4 the Commission's policy continues to encourage

the growth ofthe information services industry by keeping rates low. Nothing in the

Commission's recent orders has altered this policy. The Commission recently had the

opportunity to change the pricing structure for ISPs but declined to do so. In its Access

ChKie Order. for example, the Commission concluded that "the existing pricing structure for

ISPs should remain in place and incumbent LEes will not be permitted to assess interstate

per-minute access charges on ISPs."s ISPs therefore will continue to operate under the

current pricing structure as any other similarly-situated end user. The Commission has

determined that this would avoid disrupting the growing information services industry and

advance the Act's goal to ''preserve the vibrant and competitive free market that presently

exists for the Internet.,,6

The Commission should expressly confinn incumbent LEes should not be the only

LEes entitled to offer ISPs local rates for transport and tennination. ISP traffic is to be

2id.;__ :'JnmMbnspgs ofSectiop 64.702 of the Cnnni"jgp's Rules Relatiu to the Crgtjop ofAeceu
CbarJe Subelemeptl for Qpep Network Arc1Iitecture. 6 FCC Red 4524, 4535 (1991).

3* u.. Imp1epmtetiop ofthc Lgcal Cqnptitipn Proyjajopa ip the IelecOllll!l!wietiQPI Act of 1996. CC
Docket No. 96-98, FCC 96-325 (rel AUJ. 8, 1996); Ass" Qwae Reform, Notice ofProposed RulnuUci7lg,
Third Report and Order, and Notice ofInquiry, CC Docket No. 96-262, FCC 96-488 (rel Dec. 24, 1996).

.. Joint Comments ofBell Atlantic and NYNEX on Notice of Inquiry, CC Docket No. 96-263 at 13·15 (tiled
March 24,1997).

s Access Chame Reform, First Reporta1Ul Order, CC Docket No. 92-262, FCC 97·158, at' 344 (rel. May 16,
1997).
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treated no differently than other local traffic. As long as the Commission detennines that

ISPs should be treated like local end users, competitive LECs should similarly be able to

offer ISPs the option of local rates in competition with incumbent LECs. Incumbent LECs

would have a competitive advantage over new entrants ifonly the incumbents were able to

offer local rates to ISPs.

The Commission's rules are designed to encourage competitive LECs to offer

competitive telecommunications services to all users, including ISPs. Absent the right to

receive reciprocal compensation for the transport and tennination ofISP traffic, competitive

LECs could not effectively compete for ISP business due to the different expenses for the

exchange of ISP traffic to their customers. This would undermine the ability ofcompetitive

LECs to serve ISPs. This result would clearly contradict the Commission's goals to promote

competition in the local market and stimulate growth in the infonnation service industry.

III. ILECS SHOULD NOT BE PERMITTED TO UNLAWFULLY
DISCRIMINATE BETWEEN ISP TRAFFIC EXCHANGED BETWEEN
INCUMBENT AND COMPETITIVE LECS

The Commission has declared that "reciprocal compensation for transport and

termination of calls is intended for a situation in which two carriers collaborate to complete a

local call.,,7 Incumbent LECs, Bell Atlantic Corporation (Bell Atlantic) and NYNEX

Corporation (NYNEX) in particular, are attempting to avoid paying transport and termination

charges to competitive LEes by claiming that ISP traffic is interstate traffic and therefore not

eligible for reciprocal compensation. Indeed, MCI has encountered problems with NYNEX

due to its refusal to compensate MCI for the transport and termination oflSP traffic.s

7 Local Cogetition Order.' 1034.

8 Letter from Patrick Garzillo, M.nlps Director, Local Curler Markets, NYNEX to Denise [sic] Kern, Vice
President, Eastern OperatiODS, MCI Metro, dated April 15, 1997 (appended herretoas Attachment A). In its
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Incumbent LECs should not be permitted to unilaterally declare that ISP traffic is interstate

and refuse to compensate competitive LECs for the transport and termination oflSP traffic.

Based on infonnation available to MCI,9 the incumbent LECs have no problem

treating ISP traffic as local for purposes of compensating adjacent LECs for transport and

termination ofISP traffic. According to ALTS, the interconnection agreements on file with

state commissions do not distinguish between calls to an ISP within a local calling area that

are exchanged between LECs, and any other kind oflocal traffic exchanged between LECs. IO

Indeed, whether a call is local should be determined by the calling area, not by the carrier or

the identity ofthe customer.

The Commission did not limit or create exceptions to the reciprocal compensation

obligation when competing LECs were involved. Indeed, the Commission rejected

NYNEX's argument that reciprocal compensation obligations be applicable only to

competitive LECs and detennined that "section 251(b)(5) obligations apply to all LECs in

the same state-defined service areas."I! Incumbent LECs must accept that all traffic will no

longer terminate on their networks and compensation to all LECs is now required.

Surely, the incumbent LECs' reciprocal compensation obligation is not limited to

local traffic exchanged between themselves. Moreover, as discussed above, disparate or

discriminatory treatment by incumbent LECs would in effect eliminate the incentive for

competitive LEes to offer service to ISPs. As a result, ISPs would be restricted to taking

letter, NYNEX informed MCI that in NYNEX's view, ISP traffic is interstate and therefore not eliglble for
reciprocal compensation UDder the intercoDllCCtion apeement with MCI.

9 ALTS Letter at 7; Letter from the State ofNew York Departm.Mt ofPublic Service to William Allan, Vice
President, Replatory Matters, New York Telephone Company, at 1, dated May 29, 1997.

10 ALTS Letter at 7, n.9.

\I Local Competition Order. , 1037.
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service from the incumbents, at prices set by the incumbents. Indeed, as ALTS observed, the

incumbents would in effect penalize ISPs that choose competitive LEC service because only

ISPs that choose incumbent LECs would enjoy local rates. 12 ISPs should not be required to

rely solely on the incumbent LECs' end-to-end networks. This would clearly impede

competition and prevent local rates for ISPs.

IV. CONCLUSION

Expedited action is necessary in order to avoid further attempts by incumbent LEes

to undermine the ability ofcompetitive LEes to serve ISPs. MCI therefore urges the

Commission to clarify that competitive LECs are entitled to receive reciprocal compensation

for the transport and termination ofISP traffic.

MCI TELECOMMUNICATIONS
CORPORATION

~. ~ec~· ~
KeclaBoney
Lisa B. Smith
1801 Pennsylvania Avenue, N.W.
Washingto~D.C. 20006
(202) 887-3040

Dated: July 17, 1997

12 ALTS Letter at n. 10.
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ATIACHMENT A
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1~.~~ad "'bitt l'laUlli. N"IOflO~
-rei 914 .....",
Paz 91.t1l1 UPIn

PltricIi A. GIniIlo1'04,8<\"., l>lI'l(lCOf. LOQI Cmit, M.\IK.ts

........ -....

April IS, 1997

Dlllilex.-n
V.President, Eutan Operation
MCJMco
'S21~TlPib
V..VA22182

DarDenisc:

NYNEX his been receiviftl bills teekinl reciprocal compensation for traftic that is beinl
delivered to Intemet Service p...meters ("1SPs") Tt is our view that such traflie is
intentata in nature Aftd not ulPDlo for r8Ciprocal compensation under the FCC's rules.

NYNEX 15 concIuetina a study to determine the number ormmutes that were dclil-ered to
ISPa in February oftbis year. Once this study is completed. we will then .sk that }OW

issue us a c:redit Cor lltIY reciprocal compmsauo1U bills that we have alrnely j)Ilid. 1£ our
study shaw. ther you delivered l-ucmet tndIic to us. we will issue an ofI'sottini credit. In
addition. we would like you to qree thBt neit.her of us will t.'tc1ude Internet traffic in fbture
biDs for reciprocal compensation.

Please. ctmfinn )'OUr lpurnent by s,&"ina the enclMed ::,py of this lttter. Jf we eannt'~

reach In qreement. NYNEX will wittlt-old payment of reciprocal compensation bills
pendini resolution ofthis issue. We hope that will not be necessary.

"

Ifyou have any questions. l will be clad to discuS$ this matter further with you.

AJTWdto:


